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Cantlemen!

Ymammumfwmtiwﬁwrodmllwmtunnm
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Play of
s{mulation games, including board games, war gwss, fantasy, science
fmmmwmium.mum. or games and ministures,
as an educucicnal, recreaticnil and activity; to coordinate the
mivmuofmmmmmmmmwmm:

L organiza and sponsor regional and nstional oconventicns for such

groups and perecus; and to do any end all other things necessury or
mhmtimﬂthalmidnultomyofmm You

are a noumembership corporation.

Yo\mfmd:umhodwindprhuvnyfmbufamw
Since you are a nonmembership organization, mmfmd:vmnrm
noTmenber SOUrces.

Section 801/e) of the Code describes oertain ormlutiau e pt from
rmmwmmsma)mw in pax¢ . follows:

*(7) Cludbs organized for pleasure, Mm, ad ¢..er nom-
profitable purposss, substantially all of the activities of which
are for cuch purposes and no part of the net earnings of which
inures to *he benefit of any private shareholder.”

Section 1.501(c)(7)-1 >f the reguiations pmvidu. in part, as follows:
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“(a)The exemption proviced by section 501(a) for organizations

deacribed in sectiocn 501(c)(7) applies only to clubs which are

organized and operated exclusively for pleasure, recreation, and

other nonprofitable purpoees, and does not apply to eny club if gy

part of its net earningr i{nures to the benefit of any private

shareholder. In general, this exemption extends to social and

recreation clubs iiich are suppr .rted solely by w-bcuhip fees, dues,

and assesswments. However, a ¢club otherwise ontithd to exemption

will not be diuqualified because it reises revenue from members

throug. the use of club facilities or in eonmction with club activities.”

"(b)A club which engages in business, sucl as nklng its

social and recroationsl facllitiss avallable to the mml publie

or by selling real eststs, timber. or othar W*Ms. 8 not exganized
and operated exclusively for pleas.ce, recreation; and other nonprofitable
purposes, and is not exempt under section 501(a). Solicitation by
advertisenment or otherwisc for public patronags of its facilities

is priwe facie evidence that tho club is engaging in business and

is not being operated exclusively for pleasure, recreation, or

social purposes. Yowever, an incidantal sale of property will not
depr.ve a cludb of its exemptiom.”

!

Revenua Ruling 67-423, 1967-2 Cumulative Bulletin, 204, holds that the

word "club" was ‘ntended to apply to organizatiom hawving individual
menbers. X

3
Fublic Law 94-368 sets tne limitation on the extent to which nonmembers
income is permissable for social clubs exsapt under sectiocn 501(c)(7) of
the Coda. Gemany,nomthnupmmtofmnlnenmbo
derived from the use of club facilitics or services byf the general
public.

Based on the information presented, ws have concluded that you do not
in

meet the requirements for exemption as a social cluwd describad section
501(c)(7) of the Code.

Since you have no members, you do not meet the basic requirements of a
"cludb". Your receipts from nonmembers exceed the 15 percent limitation
set out in Public Law 943-568. In addition, you advertise yowr services
to the general public which is prima facle evidence that you are engaging
in business an are nov operated for pleasure, recreation, or social

purposes, ’
Accordingly, it {s held that you are not entitled to ¢ on from
Federal lx.com tax as an organizatinn described in 501(a)(7) of
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sbn A2, cnl e SFe s eepetemdoLu DAA8 ARCTRS TAX nt?ms on Form 1120.




1f you do not agres with these corclusions, you may, within 30 days from
the date of this letter, file in duplicate a brief of the facts, law,
and argument that clesarly sets for“i yowr positiocn. If you desire an

ral discussion of the issue, please indigcate this ir your protest. The
- nclosed Publication 892 gives instructions for filing a protest.

1. you do not file a protest with this office within 30 days of the date
of this report or letter, this proposec determination will become final.

If you agreo with these conclusions or do not wish to fils a written
protest, please sign and re~urn Form 6018 in the enclosed sslf-addressed
envelope as soon as possible. You should also file the encl.ued Federal
income tax return(s) within 30 days with the Chief, Exployee Plan/Exempt
Organization Division 1100 Commerce, Dallas, Texas 75242,

Sincerely,
]
District Director

Enclosure:

Form 6018

Form 1120

Publication 892




